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N/ A

la. TypeofWork: S DRILL Q REENTElt
7. If Unhor Agteement, Nameand No.

8. LeaseNameand Well No.

Ib. Type of Well: O Oil Well Gas We); O Other 4 singleZone O Muhiple zone Fe deral ING No 1?
2. Narne ofOperator

9. API We 1 o.

Lone Mountain Todiirfinn Gn -

"AÑfggg j3b. PnoneNo. (include ar¢d codf) 10. Fieldand Fool,or Exploratory

P. O. Box 80965 Billings 406-245-5077 San Arroyo

4. tocationof Weil (Report locationelectly and in accorÑr I my State requirenents •) 11. See , T., R., K, or Blk.and Surveyor Area

Assurf•=. 2453' FWL 1190' FNL Sec. 8, Tl6S, R26E Sec. 8, T16 S R26E
Asproposedprod.man. 700 FEL 1600' FNL Sec. 8, T16S, R26);SENE '

14. I in miles and direcilon£tomnearest town or post officc• 12 County or Padat 13. State

miles NW of Mack, CO Grand UT

15. Distancefsomproposed' 16. No.of Acres in lense 17. spucingunitded:cated to this weti

seer .: l'Înienne,inn)190 '
2560 Acres 160 Acres

18. Distane.oornpropondlocation• 2 17 6 ' f
' 19. Proposed o.pth 20 »LuisiA sendNo.en fire

to nearest we!!, dr.liing, coinpleted. Y OIII
applied ier.on shisiene.fi BMG 1 6 2 15 ' TVD U'I'07 19

21. Elevations(Showwilether DF, KDB, RT. OL,etc.) 22. Approximale date work wiHstart'• 23. Estimaledduration

7106 GL Sept. 1, 2002 I 30 (1ay<i
24. Attachments

The fallowing, completed in secordancewittithe requirements of OnshoreOil and Cu OrderNo,1, shall be attacted to t'tis ibnn:

1. Weltplateertifiedby a registered serveyor. 4. Band to cover the operationsunless coveredby an existing bond on lite (see

2. A Oditing Plan.
Item 20 above).

3. A Surface 000 Plan (if the 10Cation 15on Natlocal Forest System Lands, the
5. Operator ee•tification.

SUPO shaBbe led kh the appropriate ForestService Officc). 6. Such other site specme inferrnstion and/or plani 05 may be rcquiredby the
authorized officer.

23. Signatutt , Narna(Printed/Typed) ' Date

ome' RECLAMATIONSPECIALISTlil

Applicatiott approvaldocsnot wmTA0:Or certify the tne oppheuntholds legalor equitabletule to those ights in the subj¢cticase whichwould emitle the appiteantto conduc'

operallonsdiernos.
Conditions ofapproval,it any,are susched.

Titic 18 U.S.C. Seedos 1001 and Title 43 U.S.C Section 12t2, make h a crime for any person knowingly and wilitully to make to anydepartment of agency of the 90it¢d

Statesanyfalso,Oct|ticusor fraudulentstatements orrepresentailonsas to any matter within ha jurisdiction.

*finstruction on reverse)
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SURFACE USE PLAN

Lone Mountain Production Company
BMG Federal No. 12
NENW Sec. 8, T16S-R26E
Grand County, Utah

1. EXISTING ROADS

This proposed wen is located 25 miles northwestof Mack, Colorado. Proceed to Baxter
Pass Road. At the end of the paved road turn right and go 3.5miles to Prairie Canyon.
Turn left and go 10 miles up Prairie Canyon to Credo Hii. Turn left and go 4.0 miles to
BMG No. 1 and BMG No. 12 location.

2. NEW ROADS

No new roads or location size wiß be necessary.

3. LOCATION OF EXISTING WELLS

There are 5 wells within a one-mile radius. There are 2 dryholes within a one-mileradius.

4. LOCATION OF PRODUCTION FACILITIES

Upon completion of the well as a producing gas well, sufficient facilitiesto handle gas
production will be instaned.This includes a heatedseparator, a meter run and an
evaporation pit constructed with an 8' dia.Culvert buried8' in the ground. A submittal in
accordance with Onshore Order#7 wiß be completed at that time.All facilitieswill be
painted Pinyon Green to blendin with the natural surroundings,

5. LOCATION AND TYPE OF WATER SUPPLY

Water will be hauled from the Ute water tap located in Mack, Colorado. O \°

6. SOURCE OFCONSTRUCTION MATERIALS

This well pad already exists as the BMGNo. 1 wen pad. No construction materialswill be
used other than native materials. Only upon completion win outside material be brought in
if deemednecessary for production operations.

7. METHODS FOR HANDLING WASTE MATERIALS

Cuttings will be buriedin the reserve pit at cleanup. Garbage andother waste material wiß
be contained in a trash cage, which wiß be dumpedat an approved sanitary landfin.
Human waste will be contained in chemicallytreated portable



Drillingfluidswill be contained in the reserve pit and left to dry out beforereclamation of
the pit. Flow back fromcompletion operations will also be contained in the reserve pit. Oil
will not be put in the reserve pit.

If the well is productive, produced water will be disposed on site for 30 daysor 90 days
with the permission of the State Petroleum Engineer. After that time, application will be
made for the approval of a permanentdisposal method in compliance with the rules and
regulationsof the State of Utah and Onshore Order No. 7.

8. ANCILLARY FACILITIES

A surface3" steelpipeline maybe legged off into Cottonwood Canyonto Lone
Mountain'sState No. 16-4 well location. Length of this line would be approximately 5600
feet.

9. WELLSITE LAYOUT

See plat #2 - Pit and pad layout
See plat #3 - Cross sections of pit and pad

This locationis already constructed largeenough to accommodatethe drillingrig and
associated equipment with allowance made for future completion and production
equipment. The BMG No. 1 well was drilledfromthis location in 1983. The BMG No.
12 well will be a distanceof 50 feet south of the BMG No. 1 well.

No topsoil stripping will be done.

The reserve pit will be fenced on three sides prior to drillingactivity and closed off on the
fourth side after drillingis finished.

All construction activities will be confmed to the minimumarea necessary. The exterior
boundaries of the construction area will clearlymarked prior to anysurface disturbing
activities or vegetation removal.

10. PLANS FORRECLAMATION OF THE SURFACE

A biodegradable mulch may be required if soil erosion or vegetation establishment is
determined to be a problem by the authorized officer on the access or location
reclamation.

All disturbedareas will be seeded with the approved seed mixture.Seed tags will be
submitted to the area manager within 30 days of



Seed bed will be prepared by contour cultivating 4 - 6" deep and drillingseed ½ to 1"
deep followingthe contour. In areas that cannot be drilled,seed will be broadcast at 1.5
times the application rate and then dragged for cover.

Seeding will be completed after September 15, 2002 and prior to October 31, 2002, if
feasible,but no later than the fall of 2003.

If the well is a producer:

Lone Mountain willupgrade and maintain access roads as necessaryto prevent soil
erosion and accommodate year round traffic. Areas unnecessary to production operations
will be reshaped, cultivated on the contour, andseeded with the approved seed mixture
with a drill½ to 1" deep. Areas where seed cannot be drilled will be broadcast seeded at
1.5 times the approved application rate and draggedfor seed cover. The topsoil will be
saved for use during fmalreclamation unless the site can be re-contoured to blend with the
natural topography as required for the finalabandonment. Perennialvegetation will be
established. Additional work will be required in the case of seeding failures. All permanent
facilitieswill be painted Pinyon green to blend with the natural environment.

If the well is abandoned/dry hole:

Lone Mountain will restore the access road and location to blend with the natural
topography. During reclamation of the site, fillmaterial will be pushed into cuts and up
over the back slope. No depressions will be left that could trap water or form ponds. The
location will be seeded according to the approved seed mixture.

The area will be considered to be satisfactorily reclaimed when:

a) Soil erosion resulting fromthe operation has been stabilized.
b) A vegetative cover at least equal to that present prior to disturbance and a plant

species compositionat least desirableas that present prior to disturbance has been
established. Establishmentof seeded species in the approved seed formula will be
considered as acceptance.

Additional work will be required until these conditions are satisfied.

I l. SURFACE OWNERSHIP

All lands involvingnew construction are federal lands.

12. NOTIFICATIONS

Lone Mountain will contact the Grand Resource Area Manager at least 24 hours prior to
commencingconstruction or maintenance of the access road and/or well



Lone Mountain will immediatelybring to the attention of the Grand Resource Area
Manager any and all antiquities or other objects of historic or prehistoric ruins, artifàcts,
or fossils discoveredas a result of operations under this permit. Lone Mountain will
immediately suspend all activities in the area of the object and will leave such discoveries
intact until told to proceed by the area manager. Notice to proceed will be based upon the
evaluation of the cultural significance of the object. Evaluation will be by a qualified
professional selected by the Area Manager from a federal agency insofar as practical.
When not practical, Lone Mountain will follow the mitigation requirements set forth by
the area manager concerning protection, preservation, or disposition of any sites or
material discovered. In those situations where the area manager determines that data
recovery and/or salvage excavations are necessary, Lone Mountain will bear the cost of
such data recovery and/or salvage operations.

The Grand Resource Area Manager will be notified at least 24 hours prior to commencing
reclamation work.

13. LESSEE'S OR OPERATOR'S REPRESENTATIVES AND CERTIFICATION

Joel V. Dyk Jim Routson
Petroleum Engineer Lone Mountain Production Company
1360 Highway 6 & 50 P. O. Box 80965
Loma, Colorado 81524 Billings,Montana 59108-0965
Office Phone: (970) 858-7546 Office Phone: (406) 245-5077
Cell Phone: (970) 250-9770 Cell Phone: (406) 855-9485

I hereby certify that I, or persons under my direct supervision, have inspected the
proposed drill site and access route; that I am familiarwith the conditions that currently
exist; that the statements made in this plan are, to the best of my knowledge, true and
correct; and that the work associated with operations proposed herein will be performed
by Lone Mountainand it's contractors and subcontractors inconformity with thisplan and
the termsand conditions under whic it is ap oved.

Date Joel V Dyk, Pettoleum



WELL CONTROL PLAN

1. Surface casing: 8-5/8", 24.0#lft, STC, JS5 set at 2600 feet and cemented back to
surface with A high yield slurry mixed at 11.5 ppg and tail slurry of 150 sacks Class G
+ 2% CaCl2 + ¼ #/sackcello flake. (Yield is 1.18 cu ft/sk). Primary cement jobwill
use 50% excess over guage hole. Top off jobswill be pumped if necessary.

2. Casing head Flange: 8-5/8" by 4-1/2" 600 series casing head with two 2" 2000 psi
outlets.

3. Blow out preventer: The drillingrig is equipped with a 10", 3000 psi double gate
hydraulicBOP (or equivalent) with drill pipe rams and blind rams to meet
requirements for a 2000 psi stack as indicated in On Shore Order No. 2. All fill,kill,
and choke lines will be a minimumof 2", 2000 psi WP. A rotating head will be used
whileair or mistdrilling.Pipe rams and Hydril will be function tested daily and blind
rams on each trip when out of the hole with drill string. BOP's will be tested to 2000
psi but not more than 70% of the casing burst pressure prior to drilling the surface
casing shoe joint.

5. Anticipated bottom hole pressure gradient is less than 0.25 psi/ft. No abnormal
temperaturesor hydrogen sulfide gas are anticipated.

Lone Mountain Production Company

By:
Je Dyk, troleum
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BR)EKSHEET *

PLICATION FOR PERMIT TO DRILL
C

APD RECEIVED: 07/29/2002 API NO. ASSIGNED: 43-019-31391

WELL NAME: FED BMG 12

OPERATOR: LONE MTN PRODUCTION CO ( N7210 )

CONTACT: JOE DYKE PHONE NUMBER: 406-245-5077

PROPOSED LOCATION: INSPECT LOCATN BY: / /
NENW 08 160S 260E

SURFACE: 1190 FNL 2453 FWL Tech Review Initials Date

.- BOTTOM: 1600 FNL 0700 FEL Engineering
GRAND

SAN ARROYO ( 250 ) Geology

LEASE TYPE: 1 - Federal Surface

LEASE NUMBER: U-05015

SURFACE OWNER: 1 - Federal LATITUDE: 39.43414

PROPOSED FORMATION: DKTA LONGITUDE: 109.06901

RECEIVED AND/OR REVIEWED: LOCATION AND SITING:

v/'Plat R649-2-3.

y/'Bond: Fed[1] Ind[] Sta[] Fee[] Unit
(No. UTO719 )

6) Potash (Y/N) R649-3-2. General

ßÀ .Oil Shale 190-5 (B) or 190-3 or 190-13 Siting:460 From Qtr/Qtr & 920' Between Wells

Water Permit R649-3-3. Exception

(No. UTE WATER )
v Drilling Unit

RDCC Review (Y/N)
(Date: ) Board Cause No:

Eff Date:
Fee Surf Agreement (Y/N) Siting: 500 YdV/ losawir &&r

L R649-3-11. Directional Drill

COMMENTS:

STIPULATIONS: - aíb¾
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OPERATOR:OLONE MOUNTAINPRODO(N7210)

SEC. 8 T16 S, R26E,

FIELD: SAN ARROYO (250)

COUNTY: GRAND

CAUSE: 175-05 / 11-7-02 (160') Utah OilGas and Mining
Wells Unit Status Field Status

x GAS INJECTION EXPLORATORY ABANDONED

GAS STORAGE GAS STORAGE
ACRVE N

NF PP OIL
LOCAT10N ABANDONE

NF SECONDARY COMBINED
NEW LOCATION PENDING INACTIVE
PLUGGED & ABANDONED PI OIL

PROPOSED
PRODUCINGGAS PP GAS U 7 I¯'

• PRODUCING OIL PP GEOTHERML
STORAGE VV L

SHUT-IN GAS PP OIL TERMINATED

- SHUT-IN OIL SECONDARY County Boundary

TEMP. ABANDONED TERMINATED Section Lines

TEST WELL Township Lines
s WATER INJECTION PREPARED BY: DIANAMASON
+ WATER SUPPLY DATE: 22-NOVEMBER-2002

# WATER



Applicationfor Permit to Drill
BMGFederalNo. 12
NENW Section 8, T16S-R26E
Grand County, Utah

1. Surface formationis the Mesa Verde

2. Anticipated Geologic Markers: Mesa Verde at surface, Castle gate at 2210', Mancos
shale at 2250', Dakota Silt at 5715', Dakota at 5788', and Morrison at 5959' Total
Depth at 6215'. All depths true vertical depth.

3. Gas is anticipated in the Dakota. Possible gas shows in the Morrison. No water sands
are expected.

4. Proposed easing program:
Hole _sisira Casing giig Death Cement
12.25" 8-5/8" 24 lb K55 STC 2600 feet cemented to surface
7.875" 4-1/2" 11.6 lb K55 STC 6215 feetTVD 225 sacks 10-2 thixo

5. Pressure Control equipment: See attached Well Control Plan and schematic of
contractor's BOP stack. BOP's will be testedprior to drillingout from surface casing
and checked daily.

6. Air or mist drillingwill be used to drill the 12-1/4" surface hole and 8-5/8"casing will
be set andcementedto surfacewith a rat holerig. Then the drillingrig will be moved
into mud drillout under the surface casing. The mud will be water based low solids
andnon-dispersed.

7. AuxiliaryEquipment: See Well Control Plan.

8. The electric logging program will consist of a DIL log from TD to the baseof the
surfacecasingand GR-CNL-FDC log from TD to 200' above the Dakota silt. No
cores or drill stem tests are planned.

9. No abnormalpressures or temperaturesare anticipated. No poisonous gas is
anticipated.

10. Anticipated spud date is September 1, 2002. Completion operations should commence
within 30 daysof drillingrig release.

11. Survey plats are attached.

12. The gas is not dedicatedanhis time. ggcEtV ED
AU605 2002
DIVIS\ONOF

OIL, GAS AND



13. Lone Mountain Production Co.'s Statewide Bond is UTO719.

14. The completion program will be designed afterthe logshave been



FROM : LONE MOUNTAINPRODUCTIONCO. PHONENO. : 9708584163 Aug. 08 2002 09:23AM P1

002
LONE MOUNTAIN PRODUCTION COMPANY

1360 Highway 6 & 50 Phone (970) 858-7546

Loma. CO 81524 Fax (970) 858-4163

August 9, 2002

John Baza
Division of Oil, Gas & Mining
P. O. Box 145801
SaltLakeCity,UT 84114-5801

Dear John:

The well plat for the BMG No. I well was used as the plat for the BMGNo. 12 well
becausethe No. 12well will be drilledfromthe same pad as the No. 1well was. The No.
12 will be located50' south of theNo. I well.

RECEIVED
AU6O9 2002
DIVISION OF

OIL, GAS AND



r Stateof Utah -

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING
1594 West North Temple, Suite 1210
PO Box 145801

Michael O. Leavitt
Governor Salt Lake City,Utah 84114-5801

Robert L. Morgan (801) 538-5340 telephone
Executive Director (801) 359-3940 fax

Lowell P. Braxton (801) 538-7223 TTY
Division Director www.nr utah.gov November 26, 2002

Lone Mountain Production Company
PO Box 80965
Billings, MT 59108

Re: Federal BMG 12 Well, Surface Location 1190' FNL, 2453' FWL, NE NW, Sec. 8 ,

T. 16 South, R. 26 East, Bottom Location 1600' FNL, 700' FEL, SE NE, Sec. 8,
T. 16 South, R. 26 East, Grand County, Utah

Gentlemen:

Pursuant to the provisions and requirements of Utah Code Ann.§ 40-6-1 et seq., Utah
Administrative Code R649-3-1 et seq., and the attached Conditions of Approval, approval to drill
the referenced well is granted.

This approval shall expire one year from the above date unless substantial and continuous
operation is underway, or a request for extension is made prior to the expiration date. The API
identification number assigned to this well is 43-019-31391.

John R. Baza
Associate Director

pb
Enclosures
cc: Grand County Assessor

Bureau of Land Management, Moab District Office

utah!
Where ideas



Operator: Lone Mountain Production Company

Well Name & Number Federal BMG 12

API Number: 43-019-31391
Lease: U-05015

Surface Location: NE NW Sec._8_ T. 16 South R. 26 East
Bottom Location: SE NE Sec.__8_ T. 16 South R. 26 East

Conditions of Approval

1. General
Compliance with the requirements of Utah Admin. R. 649-1 et seq., the Oil and Gas
Conservation General Rules, and the applicable terms and provisions of the approved
Application for permit to drill.

2. Notification Requirements
Notify the Division within 24 hours of spudding the well.
• Contact Carol Daniels at (801) 538-5284.

Notify the Division prior to commencing operations to plug and abandon the well.
• Contact Dan Jarvis at (801) 538-5338

3. Reporting Requirements
All required reports, forms and submittals will be promptly filed with the Division,
including but not limited to the Entity Action Form (Form 6), Report of Water
Encountered During Drilling (Form 7), Weekly Progress Reports for drilling and
completion operations, and Sundry Notices and Reports on Wells requesting approval of
change of plans or other operational actions.

4. State approval of this well does not supersede the required federal approval, which must be
obtained prior to drilling.

5. In accordance with Utah Admin. R.649-3-11, Directional Drilling, the operator shall submit a
complete angular deviation and directional survey report to the Division within 30 days
following completion of the



Fca.sp MTE OF LITAH

DMSION OF OIL, GAS AND MINING
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U-05015-A
a f Monee er Troe Name:

SUNDRY NOTICES AND REPORTS ON WELLS
7. Ura Agreemort Name:

Do soc ... mi.sormserpro¢x.als a che newwens, d..pen exi.ting wea.. or a ...en.« plugo.d and abandon•d a
De• MRXXTKM FCS POMT TO CRU. CA C€EPEN lona for such proposala.

8. WeE Narne and Number.

1. Type « Wea on-O G^s Ð ONER IH2 Federal 12

2. Name d
8. API Wei Number

Lane Mountain Production Coupany
43-019-31391

1 Addreesand T
10. Fleid and Pool, or WBdcat

P. O. Box 80965, Billings, HP 59108 (406) 245-5077 San Arroyo

use.noncrw.a 1190' FNL, 2453' FWL, Sec. 8, T16S, R26E (surface)
1600' FNL, 700' FEL, Sec. 8, Tl6S-R26E (bottom) * Grand

ca.ata NE lW Section 8, Tl6S, R26E (surface) se.w: Utah
SE NE Section 8. T168. R26E (bottrin)

1 CHECKAPPROPRIATEBOXESTO INDICATE NATUREOF NOTICE,REPORT, OR OTHER DATA

NOTICEOF INTENT SUBSEQUENT REPORT
(Subenit in Dup6eete) (Suinna Osi¢nel Fens Onig

O Abandon 0 NewConstruction O Abandon 0 NewConstruction

O R•pair casing O Puu or Altercasing 0 R•pair Casing 0 Puu er Alter casing
O Change of Plans O Recomplete O Change of Plana O R•P•rforate

O convertto injecdon O noperforat• O convertto injection O Ventor Flare

O Fracture Treat or Acidize O Vent or Flare O FractureTreat or Acidize O WaterShot-Off

0 htuluple compleson 0 watershut-oß Other

Other APD Extension
Date of work completion

mate date work win start May 2004 Aspaa meuas of Muld¢e F-F-a- and neeesm¢œUene b demnt meends on War.
cCMPUmON CR RECOMPUmON REPORTMID tŒ fann.

• Must be --panied by acement wedicados sepolt.

12. DESCHEEPACPOSEDCR COMPI.ETEDCPERATIONS(Cleartystale sa pergnent detmas, and give peninent deles, I wel is mecdonnaydrmed, ghe subeurface locadans and maammedand true

Lone Mountain Production Copany requests an additional one year extension on the
approved APD for the subject well. If additional information is needed please contact
our office at (406) 245-5077 ar Joe Dyk at (970) 858-7546.

assen.bam: no: PreSident o.as: 11/7/03
James À. Rantson

U

RECEIVED

NOV1O2003
•••=• ==•= 66•l Olv.OFOIL,GAS&



LONE MOUNTAIN PRODUCTION COMPANY
Mailing Address: (406) 245-5077 Shipping Address:

P.O. Box 80965 FAX 248-6321 1911 King Avenue West

Billings, IVIT59108-0965 Billings. MT 59102

December 3, 2003

State of Utah
Division of Oil, Gas & Mining
1594W. Temple, Suite 1210
P. O. Box 145801
Salt Lake City, Utah 84114-5801

Attn: Diana Whitney

RE: REQUEST FOR PERMIT EXTENTION VALIDATION
BMG FEDERAL NO. 10
BMG FEDERAL NO. 11
BMGFEDERAL NO. 12
CREDO FEDERAL NO. 3
GRAND COUNTY, UTAH

Dear Diana:

Enclosed are four (4) Requests for Permit Extention Validation for the referenced wells. As was discussed in our
telephone conversation, please attach them to the sundry notices originally sent to you by Lone Mountain Production
Company requesting an additional one year APD extension.

Should you have any questions or need further information,please contact our office at (406) 245-5077.

Sincerely,

LONE MOUNTAIN PRODUCTION COMPANY

Carolyn Farmer
Land Department

enclosures

cc: Joe Dyk

RECEIVED
DEC0 82



Application for Permit to Drill
Request for Permit Extension

Validation
(thisfonn should accompany the Sundry Notice requesting permit extension)

Well Name: lx; Federal No. 12
Location: NIN (surface) SENE: (bottan) Section 8: Tl6S-R26E, Grand County, Utah

Company Permit Issued to: Lone Mountain Production Carpany
Date Original Permit issued: 11/26/02

The undersigned as owner with legal rights to drillon the property as permitted
above, hereby verifies that the information as submitted in the previously
approved application to drill, remains valid and does not require revision.

Following is a checklist of some items related to the application, which should be
verified.

If located on private land, has the ownership changed, if so, has the surface
agreement been updated? Yes O No O not applicable

Have any wells been drilled in the vicinityof the proposed well which would affect
the spacing or siting requirements for this location? YesO Nom

Has there been any unit or other agreements put in place that could affect the
permitting or operation of this proposed well? YesO Nom

Have there been any changes to the access route including ownership, or right-
of-way, which could affect the proposed location? YesO No121

Has the approved source of water for drillingchanged? YesO Nom

Have there been any physical changes to the surface location or access route
which will require a change in plans from what was discussed at the onsite
evaluation? YesO Nom

Is bonding still in place, which covers this proposed well? YesÐNoO

12/3/03

nature James G. Routsan Date

Title: Resikt

Representing:
Inne Mountain Roduction Copany RECEIVED

DECO8m
DIVOFOIL,GAS&
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MOABFIELD0 FICE o

Form3160-3
(August1999)

UWTED STxrBS g )gg .

DEPARTMENTOPTHEINTERIOR U-0 5Ò15
BUREAUOF LANDMANAGEMENT

g $ N
TOFTQg| ndian,AllonecorTribeNarne

APPUCATION POR PERMITTODRILLOR REE AUGFLANDMGMTN A
'?. 12Unk or CAAgreement, NameandNo

ta, TypeofWork: Ô DRILL Q REENTER N I A
8. LeaseNameand Well No.

Ib. Type ofWeu: O Oil Wen S GasWall O Other S Single zone O Maki¢o Zou Feder a 1

2. Narns ofOperator
9. API Well No.

Lone M un P
~

¯N

3a. Addtsa
3b. PhoneNo. (inefale ares code) 20. Freldand Pool,or Exploratory

P. O. Box 80965 Billin s 406-245-5077 San Arroyo

4. Locationof Weg (Report locationc/tarly and in acro r my State requiremeras.*) 11. $ec , T., R., M.,or Rik,and Surveyor Area

Atsort.=. 2453' FWL 1190' FNL Sec. 8, Tl6S, R26E NENW Sec. 8, Tl6 5 R26E
Asprop..apma..on. 700' FEL 1600' FNL Sec. 8, T165, R26

14. I in miles and direcdonhemnearesttownor mostoffice. 12. Coasty or Parb> 13. Stats

miles NW of Mack, CO Grand UT

25. Distancefront proposed" 16. No.of Asses in lease 17, Spu¢ing Unit dedicatedto últsweli

loanssa sonate* 119 0 '

(i.Gf. ÍÊÊuistune,itany) 2560 Acres 160 Acres

18. Distancekomproposedlocation 2 176 ' from 19. Proposed Depth 20. BLM/BRABondblo, en file

to nearett won, dt:Niag, compiered,
apphedFor,endislene,A BMG 1 6215' TVD UTO719

21. Elevation(Showwhether DF, KDs, RT.GL,etc.) 22. Approximale datework wig start" 23. Estimatedduration

7106 GL Se t. 1 2002
24. Anachrnents

Thefollowing,¢ompleted in sceorduceWim the requirernents of OnshoreOil and Get OrderNo.1,shan be anached to this ibrm:

L Wonpisteerrifiedby a registerco arveyor. 4. Band to cover the operstleds taaless coveredby att existing bond on Gle (see

2. A OrillingPtan.
Item 20 above¿'.

3. A SurfsesUse Plan(it the locatiori is on rktionalForest Sysism Lands, the 5. Operatoreettinention-

SUPO shallbe led ith die appropdate ForestServiceOfficc), 6. such her si specificintonnation and/orplant as may be requiredby the

& Signaturt Nama(Prinred/Typed) Date

Joe Dyk ' 6 28/02

ss stan e an , om.

Application apptaval does not wa. Yoreersdy sto appheunt olds legalat equitablethis to rilosedghts in the subject lease whichwould craitte the appurant to conduct

operations thereos,
Condirlansof approval,itany, are attached.

Title 18 U.S.C.Esadon 1001 and Title 43 U.S.C. Seedos 1212, make it acrime for anyperson knowinglyand willMiy to make to any departrnest or agency of the United

Statesany false, fictificusor frauduleurstaternents or representadoesas to any matterwttnin heJurisdictiett.

*(hastruerlag on rever sef

CONDITIONSOFAPPROVALATTACHED

RECEIVED
DEC112

DIVOF OIL
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Lone Mountain Production Company
BMG Federal No. 12
Lease U-05015-A
Location -Surface: NE/NW Section 8, T 16S, R26E

-Bottom hole: SE/NE Section 8, T16S, R26E
Grand County, Utah

A COMPLETE COPY OF THIS PERMIT SHALL BE KEPT ON LOCATION
from the beginning of site construction through well completion, and shall be available to
contractors to ensure compliance.

CONDITIONSOF APPROVAL

Approval of this application does not warrant or certifythat the applicant holds legal or equitable
title to those rights in the subject lease which would entitle the applicant to conduct operations
thereon.

Be advised that Lone Mountain Production Company is considered to be the operator of the
above well and is responsible under the terms and conditions of the lease for the operations
conducted on the leased lands.

Bond coverage for this well is provided by UTO719 (Principal - Lone Mountain Production
Company) via surety consent as provided for in 43 CFR § 3104.2.

This officewillhold the aforementioned operator and bond liable untilthe provisions of 43 CFR §
3106.7-2 continuing responsibility are met.

This permit will be valid for a period of one year from the date of approval. After permit
termination, a new application must be filed for approval.

All lease operations will be conducted in full compliance with applicable regulations (43 CFR §
3100), Onshore Oiland Gas Orders, lease terms, notices to lessees, and the approved plan of
operations. The operator is fully responsible for the actions of his



A. DRILLING PROGRAM

1. The proposed BOPE is in a 2M configuration, and is adequate for anticipated
conditions. Installation, testing and operation of the system shall be in
conformance with Onshore Oiland Gas Order No. 2.

2. Concurrent approval from the State of Utah, Division of Oil,Gas & Mining
(DOGM) is required before conducting any surface disturbing activities.

3. When drilling with air, the requirements of Onshore Oiland Gas Order No. 2, part
III, E, Special Drilling Operations, shall apply. Among the requirements in this
section are:

-Spark arresters
-Blooie line discharge 100 feet from wellbore
-Straight blooie line
-Deduster equipment
-Float valve above bit
-Automatic igniter on the blooie line

4. The surface casing shall be cemented back to surface.

5. The completion report shall include a directional



B. SURFACEUSEPLAN

1. In order to protect deer winter range, no drilling will be allowed from December 1 through
April 15. The limitation does not apply to maintenance and operation of producing wells.
Exceptions to this limitation may be specified in writing by the authorized officer.

2. Surface disturbance and vehicular travel willbe limited to the approved location and
access route. Any additional area needed will be approved in advance.

3. To minimize the amount of fugitive dust and spray escaping from the blooie pit, the blooie
line willbe directed into a sloped bank of soil material.

4. Allwells, whether drilling, producing, suspended, or abandoned, willbe identified in
accordance with 43 CFR 3162.6. When the well is abandoned, the abandonment
marker must be at least four feet above restored ground level and must be inscribed with
the following: operator name, lease number, well name and surveyed description
(township, range, section and either quarter-quarter or footages).

5. At the end of drilling operations and prior to reclamation of the reserve pit, the fourth side
of the pit will be fenced and the top of the pit will be covered with netting of one inch or
less to prevent access by birds.

6. The reserve pit and blooie pit will be dry prior to being covered and recontoured.

7. A Sundry Notice (possibly additional cultural resource inventories and reports) will be
required prior to authorization of pipeline installation operations.

8. Ifa gas meter run is constructed, it willbe located on lease within 500 feet of the
wellhead. The gas flowline will be buried from the wellhead to the meter and willbe
buried downstream of the meter until it leaves the pad. Meter runs will be housed and/or
fenced. The gas meter shall be calibrated prior to first sales and shall be calibrated
quarterly thereafter. All gas production and measurement shall comply with the
provisions of 43 CFR 3162.7, Onshore Oiland Gas Order No. 5, and American Gas
Association (AGA) Report No. 3.

9. Ifthe well is productive, the access road will be brought to Resource (Class III)Road
Standards within 60 days of dismantling the rig. If upgraded, the access road must be
maintained at these standards until the well is properly abandoned. If this time frame
cannot be met, the authorized officerwillbe notified so that temporary drainage control
can be installed along the access road.

10. In the event the well pad or road is graveled or surfaced, the material will be removed
prior to recontouring the surface for rehabilitation.

11. The operator will be responsible for noxious weed control on the disturbed areas within
the limits of the well site and new road construction. The operator is responsible for
consultation with the authorized officer and/or local authorities for acceptable weed
control



C. REQUIRED APPROVALS, REPORTS AND NOTIFICATIONS

Required verbal notificationsare summarized in Table 1, attached.

Buildinq Location- Contact the Moab Field Office, Natural Resource Protection Specialist at least
48-hours prior to commencing construction of location.

Spud- The spud date will be reported to BLM24-hours prior to spudding. Written notificationin
the form of a Sundry Notice (Form 3160-5) will be submitted to the Moab Field Office within 24-
hours after spudding, regardless of whether spud was made with a dry hole digger or big rig.

Daily Drillinq Reports- Daily drilling reports shall detail the progress and status of the well and
shall be submitted to the Moab Field Officeon a weekly basis.

Monthly Reports of Operations- In accordance with Onshore Oil and Gas Order No. 1, this well
shall be reported on Minerals Management Service (MMS) Form 3160, "Monthly Report of
Operations," starting the month in which operations commence and continuing each month until
the well is physically plugged and abandoned. This report will be filed directly with MMS.

Sundry Notices- There will be no deviation from the proposed drilling and/or workover program
without prior approval. "Sundry Notices and Reports on Wells" (Form 3160-5) will be filed with
the Moab Field Officefor approval of all changes of plans and subsequent operations in
accordance with 43 CFR 3162.3-2. Safe drilling and operating practices must be observed.

DrillinqSuspensions- Operations authorized by this permit shall not be suspended for more than
30 days withoutprior approval of the Moab Field Office. AIIconditions of this approval shall be
applicable during any operations conducted with a replacement rig.

Undesirable Events- Spills, blowouts, fires, leaks, accidents, or any other unusual occurrences
shall be immediately reported to the BLM in accordance with requirements of NTL-3A.

Cultural Resources- Ifcultural resources are discovered during construction, work that might
disturb the resources is to stop, and the Price Field Office is to be notified.

First Production- Should the well be successfully completed for production, the Moab Field
Office will be notified when the well is placed in producing status. Such notificationmay be made
by phone, but must be followed by a sundry notice or letter not later than five business days
following the date on which the well is placed into production.

A first production conference will be scheduled as soon as the productivity of the well is
apparent. This conference should be coordinated through the Moab Field Office. The Moab
Field Officeshall be notifiedprior to the first sale.

Well Completion Report- Whether the well is completed as a dry hole or as a producer, "Well
Completion and Recompletion Report and Log" (Form 3160-4) will be submitted to the Moab
Field Officenot later than thirty-days after completion of the well or after completion of
operations being performed, in accordance with 43 CFR 3162.4-1. Two copies of all logs, core
descriptions, core analyses, well test data, geologic summaries, sample description, and all
other surveys or data obtained and compiled during the drilling, workover, and/or completion
operations, will be filed with Form 3160-4. When requested, samples (cuttings and/or samples)
will be submitted to the Moab Field



Venting/Flaring of Gas- Gas produced from this well may not be vented/flared beyond an initial,
authorized test period of 30 days or 50 MMcf,whichever first occurs, without the prior, written
approval of the Moab Field Office. Should gas be vented or flared without approval beyond the
authorized test period, the well may be ordered shut-in until the gas can be captured or approval
to continue the venting/flaring as uneconomic is granted. In such case, compensation to the
lessor (BLM) shall be required for that portion of the gas that is vented/flared without approval
and which is determined to have been avoidably lost.

Produced Water- An application for approval of a permanent disposal method and location will
be submitted to the Moab Field Office for approval pursuant to Onshore Oil and Gas Order No.7.

Off-Lease Measurement, Storage, Comminglinq-Prior approval must be obtained from the Moab
Field Officefor off-lease measurement, off-lease storage and/or commingling (either down-hole
or at the surface).

Plugging and Abandonment- Ifthe well is completed as a dry hole, plugging instructions must be
obtained from the Moab Field Office prior to initiating plugging operations.

A "Subsequent Report of Abandonment" (Form 3160-5) will be filed with the Moab Field Office
within thirty-days following completion of the well for abandonment. This report will indicate
where plugs were placed and the current status of surface restoration. Upon completion of
approved plugging, a regulation marker will be erected in accordance with 43 CFR 3162.6. Final
abandonment will not be approved until the surface reclamation work required by the approved
APD or approved abandonment notice has been completed to the satisfaction of the Price Field
Office or the appropriate surface managing



TABLE 1

NOTIFICATIONS

Notify Rich McClure (435-259-2127) or Jack Johnson (435-259-2129) of the BLM Moab Field
Office for the following:

2 days prior to commencement of dirt work, construction and reclamation (McClure);

1 day prior to spudding (Johnson);

50 feet prior to reaching the surface casing setting depth (Johnson);

3 hours prior to testing BOPs (Johnson).

Ifthe people at the above numbers cannot be reached, notify the Moab Field Officeat 435-259-
2100. Ifunsuccessful, contact the person listed below.

Well abandonment operations require 24 hour advance notice and prior approval. In the case of
newly drilled dry holes, verbal approval can be obtained by calling the Moab Field Officeat (435)
259-2100. Ifapproval is needed after work hours, you may contact the following:

Eric Jones, Petroleum Engineer Office: (435) 259-2117
Home: (435)



STROF UTAH PORM 9
DEPARTMENTOF NATURALRESOURCES

DIVISIONOF OIL,GAS AND MINING 5 LEASE DESIGIRTION Am SERIAI. NUMBER

M 7 u-osoma
SUNDRY NOTICES AND REPORTS ON WELLS 6. FINDIAN,AI.LOREECRRUEEIMME

T UNif or CA AGREEMENTNAME
Do notuse this¾nn for proposals e e- newweis, siggicardy deepen exiliry weis below curmet bodandole depth, leer r plugged welb, or b

..........I M Use APPUCANON FOR PERMri TO ORI fann ¾r such proposak

1. TYPE OF WELL 8. VUELLNAMEarmiNUMBER
OIL WELL GAS WELL GTHER BMG Federal #12

1 NAMEOF OPERATOR 9. API NUMBER

Lone Mountain Production Company 4301931391
3 ADDRESSOF CPERATOR PHONE NUMBER 10 FIELDAND POOL, OR WILDCAT:

P. O. Box - ciTY BilfwigS STATE ZiP 59108 (406) 245-5077 San Arroyo
4 LOCATIONCFWELL

FOGTAGESATSURFAce 1190' FNL,2453' FWL couniv Grand

gramm, SECHON, TOWNSHIP, RANGE, MBUDIAmt NENW 8 16S 26E 6 STATE.
UTAH

a CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ADDRE DEEPB• O REPERFORATE CURRENT FORMADON
NOTICE OF IWENT

(S mitin Dupicale) ALER C URE TRENT SDEMACK TO WR R

a...............a..*•= O e--- O W COMUG00N W0 MY M

6/1/2005 O CRE TO -OUS OPERATOR CRE TUBIm WR

O CHANGETUmm PLUM VBIT OR W

O SUBSEQUENT REPO O C-E M - PLUG BACK O MTER DEPOSAL
(sons onginal Form only)

O C-E R STATUS PRODUCTION(STARTRESUME) WR SHUT-OFF
Date orwork compleson

O CO-GLE PRODUCING FORMAMS O RECLAMATlONOF WELLSITE GTHER APD Extension

O CONVERTE TYPE RECOMPLETE DRENT MAR

R DESCRIBE PROPOSED OR COMPLETED OPERATIONS Clearly show all pertinert details including dates, depths, volumes, elo

Lone Mountain Production Company requests an additional one year extension on the approved APD for the subject well. This
location was built in summer 2004. Due to the increased activity level of the industry we have not been able to contract a rig.

Og, Gas an

NAME(PLEASE PRINT) A POÍfOlOUm En inoer

JAN2 6 2005
(512000) (see irmiruceans on Revens



Application for Permit to Drill
Request for Permit Extension

Validation
ghisfoun should accompany the Sundry Notice req-Eng permt extension)

Well Name: BMG Federal No. 12
Location: NENW Section 8, TI68, R26E Grand County, UT
Company Permit issued to: Lone Mountain Production Company
Date Original Permit issued: 11/26/2002

The undersigned as ownerwith legal rightsto drillon the property as permitted
above, hereby verifies thatthe information as submitted in the previously
approved applicationto drill,remains valid and does not require revision.

Following is a checklistof some items related to the application,which should be
verified.

If located on private land, has the ownership changed, if so, has the surface
agreement been updated? YesO Nom

Have any wells been drilled in the vicinityof the proposed well which would affect
the spacing or sitingrequirementsfor this location? YesO Nom

Has there been any unit or other agreements put in place thatcouldaffect the
permitting or operation of this proposed well?YesO Nom

Have there been any changes to the access route including ownership, or right-
of-way,which couldaffect the proposed location? YesO No IZI

Has the approved source ofwater for drillingchanged?YesO NoO

Have therebeen any physical changes to the surfacelocation or access route
which willrequire a change in plans from what was discussed at the onsite
evaluation?YesO NoO

Is bonding stillin place, which covers this proposed well? YesmNoO

Signature Date

Title: Petroleum Engineer

Representing: Lone Mountain Production Company

JAN2 8



LONE MOUNTAIN PRODUCTION COMPANY
MailingAddress: (406) 245-5077 Shipping Address:
P.O. Box 80965 FAX 248-6321 1911 KingAvenue West

Billings, MT 59108-0965 Billings,MT59102

December 1, 2005

State of Utah
Division of Oil, Gas & Mining
1594 W. North Temple, Suite 1210
P. O. Box 145801
Salt Lake City, Utah 84114-5801

RE: ONE YEAR EXTENSIONS
BMG FED. #10, #11, AND #12 WELLS
CREDO FED. #3 WELL
GRAND COUNTY, UTAH

Gentlemen:

Enclosed are four sundry notices, each in duplicate, requesting a one year extension be approved by
your officefor the referenced wells. Due to the current oiland gas boom, LoneMountain Production
Company has been unable to obtain even a rat hole rig to spud the wells and set surface casing. We
are currently looking to pool our drillingneeds with other small producers to contract a rig.

If you have any questions or need further information, please contact our office at (406) 245-5077
or Joe Dyk at (970) 858-7546 (office) or (970) 250-9770 (cell).

Sincerely,

LONE MOUNTAIN PRODUCTION COMPANY

J s G. Routson
P sident

enclosures

cc: Joe Dyk

RECEIVED

DIVOF0it,



STATE OF UTAH FORM 9
DEPARTMENTOF NATURALRESOURCES

DIVISIONOF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER
UTU-05015-A

SUNDRY NOTICES AND REPORTS ON WELLS
6. IFINDIAN,ALLOTTEEORTRIBENAME

7. UNITorCA AGREEMENTNAME:
Do not use this form for proposals to drillnewwells, significantlydeepen existingwells below current bottom-hole depth, reenier plugged wells, or lo

drill horizontal laterals. Use APPUCATION FOR PERMIT TO DRILLform for such proposais.
1. TYPE OF WELL

OILWELL GAS WELL OTHER
8 WEGLL E aendNUM28ER:

2. NAMEOF OPERATOR: 9. API NUMBER

Lone Mountain Production Company 4301931391
3. ADDRESSOF OPERATOR PHONE NUMBER 10. FIELDAND POOL, OR WILDCAT:
P. O. Box 80965 ,.p, Billings MT , 59108 (406) 245-5077 San Arroyo

4. LOCATIONOF WELL

FOOTAGES AT SURFACE: 1190' FNL, 2453' FWL COUNTY: Grand

OTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN:NENW 8 16S 26E 6 STATE:
UTAH

11. CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ACIDIZE O DEEPEN REPERFORATE CURRENT FORMATIONO NOTICE OF INTENT
(Submit in Duplicate) ALTERCASING FRACTURETREAT SIDETRACKTO REPAIRWELL

Approximate date work will M CASING REPAIR NEW CONSTRUCTION TEMPORAULY ABANDON

O CHANGETO PREVIOUS PLANS O OPERATOR CHANGE TUBINGREPAIR

O CHANGETUBING PLUGANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATER DEPOSAL
(Submit Original Form Only)

O CHANGEWELLSTATUS PRODUCTION(START/RESUME) WATER SHUT-OFF
Date of work completion:

O COMMINGLEPRODUCING FORMATIONS RECLAMATION OF WELLSITE OTHER: APD Extension

O CONVERTWELL TYPE RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETEDOPERATIONS. Clearly show all peitinent details including dates, depths, volumes, etc.

Lone Mountain Production Company requests an additional one year extension on the approved APD for the subject well.
This location was built in Summer 2004. Due to the increased activity level of the industry, we have not been able to contract
a rig.

Approved by the
Utah Division of

Oil,Gas and Mining

Date:

NAME(PLEASEPRI James G. Rout n TITLE PreSident

SIGNATURE DATE

(This space for State ly)

ECEiv
(5/2000) (See Instructions on Reverse



Application for Permit to Drill
Request for Permit Extension

Validation
(this form should accompany the Sundry Notice requesting permit extension)

API: 30193139)
Well Name: BMG Federal 12
Location: NENW Section 8, T16S, R26E, Grand County, UT
Company Permit issued to: Lone Mountain Production Company
Date Original Permit issued: 11/26/2002

The undersigned as ownerwith legal rights to drillon theproperty as permitted
above, hereby verifies that the information as submitted in the previously
approved application to drill, remains valid and does not require revision.

Following is a checklist of some items related to the application, which should be
verified.

If located on private land, has the ownership changed, if so, has the surface
agreement been updated? YesONol2I

Have any wells been drilled in the vicinityof the proposed well which would affect
the spacing or siting requirements for this location? YesO Nom

Has there been any unit or other agreements put in place thatcould affect the
permitting or operation of this proposed welI7 YesO NoB

Have there been any changes to the access route including ownership, or right-
of-way, which could affect the proposed location7 YesO NoO

Has the approved source of water for drillingchanged? YesO Nol2I

Have therebeen any physical changes to the surface location or access route
which willrequire a change in plans from what was discussed at the onsite
evaluation7 YesO NoO

Is bonding still in place, which covers this proposed well? YesBNoO

ature Date

Title: President

Representing: Lone Alountain Production
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STATEOF UTAH FORM6
DEPARTtig(if QF NATURALRESOURCES

DIVISION OF OIL, GAS AND MINING

ENTYY ACT10NPORM

Operator: Lone Mountain Production Company Operator Account Number: N 7210

Address: P. O. Box 80965

Billings

gate MT zip 5E108-0966 Pflone Number: (400) 245-5077

Wen i
API Number Well Nepte 90: Boa Twp . Reg County

019-31393 BMG Federal No. 10 NWSW 17 16S 20E G:and

Action Code Current Entay N tity sped Date EntWÄssignment
Number lu er EN tiveOmte

A 5/18/2008

Comments:

wett2
API Number Well Natue QQ : pec Twp Rng . County

019-31385 BMG Federal No. 11 NESE 17 16S 28E Grand

Action Code Current Entity N Iw EntRy Spud Date En Assigriment
Number du aber StitutivieDate

^ Ÿ‡ÿ99 / / 5/17/2006

Comments: Location is Bottom Hole. Surface Lccation le NWSW 17: T16S-R26E

Wen 3

API Number .
Well Name 04 Sec Twp Rng .

County

019.31391 BMG Federal No. 12 NENW 8 16S 28E Grand

Action Code Current Entity N;wEntity Sped Date Endty Apoignment
Number Mber Effedtive Date

^ ††††9 | / 47/ 6/26/20 e (oft/o(a
Comments:

ACTION CODES:
A - Establish new entityfor new weil (single well oni:) ¿( A B

B - Add new wellto existingentity (groupor unitwel ) N (P Pr nt)

C - Re-e.wignwon from one existing entityto another exleling entity
D - Re4eeign wed from one existing entity to a new milty Signature Q
E - Other (Explain in 'comments' section) (s ( d

(W2000)

RECEIVED
JUNO8 2006

DIV.OFOIL,GAS&



STATE OF UTAH FORM S
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER

UTU-05015-A

SUNDRY NOTICES AND REPORTS ON WELLS 6 IFINDIAN,ALLOTTEEORTRIBENAME

T UNIT or CA AGREEMENT NAME
Do not use this form for proposals to drill new wells, signlficantly deepen eXisting wells below current bottom-hole depth, reenter plugged welis, or to

drill horizontal laterals. Use APPLICATIONFOR PERMIT TO DRILL form for such proposals.
1. TYPEOF WELL

OIL WELL GAS WELL OTHER
NFA and NUMBE

2 NAME OF OPERATOR: 9. API NUMBER
Lone Mountain Production Company gg -019-31391

3 ADDRESS OF OPERATOR PHONE NUMBER 10 FIELD AND POOL, OR V\nLDCAT
P. O. Box 80965

CITY BillingS
STATE MT ZIP59108 (406) 245-5077 San Arroyo

4 LOCATION OF WELL

FOOTAGESATSURFACE 1160' FNL, 2453' FWL COUNTY Grand

QTR/QTR, SECTION, TOVVNSHIP, RANGE, MERIDIAN: NENW 8 16S 26E S STATE:

UTAH

CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ACIDIZE DEEPEN REPERFORATE CUT r MATION
NOTICE OF INTENT

(Submit in Duplicate) ALTER CASING FRACTURE TREAT SIDETRACK TO RE

Approximate date work wíllstart CASING REPAIR NEW CONSTRUCTION TEMPORARILY ABAND JN

CHANGETO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

CHANGE TUBlNG PLUG AND ABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

O CHANGEWELL STATUS PRODUCTION (START/RESUME) WATER SHUT-OFF
Date of work completion:

COMMlNGLEPRODUCING FORMATIONS RECLAMATION OF WELL SITE OTHER: Notice of Spud &
O CONVERT WELL TYPE RECOMPLETE - DIFFERENT FORMATION Footage Change

i DESCRIBE PROPOSED OR COMPLETED OPERATIONS Clearly show all pertinent details including dates, depths, volumes, etc

The BMG Federal No. 12 well was spud at 12:30 p. m., May 25, 2006.

Drilled 18" hole to 40'. Set 14", 42#, H-40 casing to 40'. Cemented to surface with 35 sacks.

Note: The well bore will be 30' North of the original staking due to the configuration of the drilling rig we were able to obtain.

Approved by the

NAME(PLEASEPRINT) OS G. Routson TITLE Pf6Sident

SIGNATURE DATE 5/26/2006

(This space for State us niy)

MAY3 0 2006
(5/2000) (See Instructions on Reverse Side)



LONE MOUNTAIN PRODUCTION COMPANY
Mailing Address: (406) 245-5077 Shipping Address:
PO. Box 80965 FAX 248-6321 2590 Holman Avenue, Suite B-1

Billings, MT 59108-0965 Billings, MT 59102

May 26, 2006

State of Utah
Division of Oil, Gas & Mining
1594 W. Temple, Suite 1210
P. O. Box 145801
Salt Lake City, Utah 84114-5801

RE: SUNDRY NOTICES
BMG FEDERAL NOS. 10, 11, 12
CREDO FEDERAL NO. 3
GRAND COUNTY, UTAH

Gentlemen:

Enclosed are four sundry notices, each in duplicate, notifying your office that the referenced wells
were spud this week.

Should you have any questions or need further information please contact me at (406) 245-50776r
Joe Dyk at (970) 858-7546 (office) or (970) 250-9770 (cell).

Sincerely,

LONE MOUNTAIN PRODUCTION COMPANY

James G. Routson
President

enclosure

cc: Joe Dyk

RECEIVED
MAY3 O2006

DIV.OFOIL,GAS&



STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:
UTU-05015-A

6. IF INDIAN, ALLOTTEEOR TRIBE NAME
SUNDRY NOTICES AND REPORTS ON WELLS

7. UNITor CA AGREEMENTNAME:
Do not use this form for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to

drill horizontal laterals. Use APPUCATION FOR PERMIT TO DRILLform for such proposals.
1. TYPE OF WELL 8. WELL NAMEand NUMBER:

OILWELL D GAS WELL OTHER BMG Federal No. 12
2. NAMEOF OPERATOR: 9. AP1 NUMBER:

Lone Mountain Production Company 019-31391
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WLOCAT

P. O. Box 80965 ce Billings STATE MT ZIPS9108 (406) 245-5077 San Arroyo
4. LOCATIONOF WELL

FOOTAGESATSURFACE: 1160' FNL, 2453' FWL COUNTY Grand

QTRIQTR, SECTION, TOWNSHIP, RANGE, MERlDIAN: NENW 8 16S 26E S STATE
UTAH

« CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATIONO NOTICEOF INTENT
(Submit in Duplicate) ALTERCASlNG FRACTURETREAT SIDETRACKTO REPAIR WELL

Approximate date work willstait CASING REPAIR NEW CONSTRUCTION TEMPORARILY ABANDON

CHANGETO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

CHANGETUBlNG PLUGAND ABANDON VENTOR FLARE

SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGE WELL STATUS PRODUCTION(START/RESUME) WATER SHUT-OFF
Date of work comphation:

O COMMINGLEPRODUC1NGFORMATIONS RECLAMATION OF WELLSITE OTHER: Status Report
O CONVERTWELLT(PE RECOMPLETE-DIFFERENTFORMATION

12 DESCRlBE PROPOSED OR COMPLETED OPERATIONS Clearly show all pertinent details including dates, depths, volumes, etc

Waiting on completion rig.

NAME(PLUSE PRINT) J SO ;DITLE

(ThisspaceforStateus.g RECHAU
SEPO8 2006

(5/2000) (See Instructionson Reverse Side) DIV.OFOlL,GAS&



STATEOFUTAH FORMS

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSER1ALNUMBER:

UTU-05015-A
6. IF INDIAN,ALLOTTEEOR TR:BE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7. UNITor CA AGREEMENT NAME

Do not use this form for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenler plugged wells, or to
drill horizontal laterais. Use APPUCATION FOR PERMIT TO DRILLform for such proposals.

1. TYPE OF WELL 8. WELLNAMEand NUMBER:
OILWELL GAS WELL OTHER BMG Federal No. 12

2. NAMEOF OPERATOR: 9. API NUMBER:

Lone Mountain Production Company 019-31391
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

P. O. Box 80965 BillingS STATE MT ZIP 59108 (406) 245-5077 San Arroyo
4. LOCATION OF WELL

FOOTAGESATSURFACE 1160' FNL, 2453' FWL COUNTY: Gkand

QTR ITR,SECTION, TCWNSHIP, RANGE, MERIDIAN: NENW 8 10S 2 E S STATE:
UTAH

a CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
O NOTICEOF INTENT

(Submit in Duplicate) ALTERCASING FRACTURE TREAT SIDETRACKTO REPAIR WELL

Approximate date work willstart CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

CHANGETO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

CHANGETUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGEWELLSTATUS PRODUCTION (STARTIRESUME) WATER SHUT-OFF
Date of work completion:

O COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELLSITE OTHER: Set surface casinq
O CONVERT WELL TYPE RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc

An air rig was used to drilland set surface casing June 26-27.

Drilled 12-1/4" hole to 363'. Ran 9-5/8", 32-3#, H-40 casing to 359'. Cemented with 175 sacks.

Pumped an additional 475 sacks down annulus in four separate jobs to get cement to surface.

Total cement used: 650 sacks.

NAME(PLEASEPRINT) mes G utso DT E Pf6Sident

(This space for State us nly)

RECEIVED
JUN3O2006

(5/2000) (See Instructions on Reverse Side)

DN.OFOlL,GAS&



STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIVISION OF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:

UTU-05015-A
6. IF INDIAN,ALLOTTEEOR TRIBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7. UNFTorCA AGREEMENT NAME

Do notuse thishim Ibr proposals to drill new wells, significantly deepen existing wells below currett bottom4tole depth, reenter plugged wells, or to
drill horizontal laterals. Use APPLICATIONFOR PERMITTO DRILLbrm for such proposals.

1. TYPE OF WELL 8. WELLNAMEand NUMBER:

OIL WELL O GAS WELL OTHER BMG Federal No. 12
2. NAMEOFOPERATOR: 9. APINUMBER:

Lone Mountain Production Company 019-31391

3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WiLOCAT:

P. O. Box 80965 y, BillingS STATE ZIP 59108 (406) 245-5077 San Arroyo
4 LOCATIONOFWELL

FOCTAGESATSURFACE: 1160' FNL, 2453' FWL COUNTY Grand

QTR TR, SECTION, TOWNSHIP, RANGE, MERIDIAN:RÉNW à in a i STATE:
UTAH

CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

O ^CIDIZE DEEPEN REPERFORATE CURRENT FORMATON
NOTICEOF INTENT

(Submit in Duplicate) ALTERCASING FRACTURE TREAT SIDETRACKTO REPAIRWELL

Approximale date work willslad CASING REPAIR NEW CONSTRUCTION TEMPORARILY ABANCO

O CHANGETO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

O CHANGETUBING PLUG ANDABANDON VENTOR FLARE

SUBSEQUENT REPORT CHANGEWELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGEWELLSTATUS PRODUCTION (START)RESUME) WATERSHtfr-OFF
Date of work completion:

coMMINGLE PRODUCINGFORMATIONS RECLAMATIONOF WELLSITE OTHER: Drilling
CONVERT WELLTYPE RECOMPLETE- DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc

Drilling. Total depth drilled as of 7/17/06 is 2340 ft.

NAME(PLEASEPRINT OS G. Rou Pre1sident

(This space for Štate only)

RECEIVED
(5/2000) (See Instructions on Reverse Side) JUL19 2006

DN.0F0\L,GAS&



STATE OF UTAH FORM 9
DEPARTMENT OF NATURALRESOURCES

DIVISIONOF OIL, GAS AND MINING 5. LEASE DESIGNATIONAND SERIAL NUMBER:
UTU-05015-A

SUNDRY NOTICES AND REPORTS ON WELLS 6. IF INDIAN,ALLOTTEE OR TRIBE NAME:

7. UNITor CA AGREEMENT NAME:
Do not use this form for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to

drill horizontal laterals. Use APPLICATION FOR PERMIT TO DRILLform forsuch proposals.
1 TYPE OF WELL 8. WELL NAME and NUMBER

OIL WELL GAS WELL OTHER BMG Federal No. 12
2 NAMEOFOPERATOR: 9,APINUMBER:

Lone Mountain Production Company & 3.- 019-31391
3 ADDRESS OF OPERATOR: PHONE NUMBER: 10 FIELD AND POOL, OR WILDCAT

P. O. Box 80965 Billings MT 59108 (406) 245-5077 San Arroyo
4 LOCATIONOF WELL

FOOTAGES AT SURFACE: 1160' FNL, 2453' FWL COUNTY: Grand

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: NENW 8 16S 26E S STATE:
UTAH

m CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATIONO NOTICE OF INTENT
(Submit in Duplicate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart: CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

O CHANGE TUBING PLUG AND ABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

O CHANGE WELL STATUS PRODUCTION (START/RESUME) WATER SHUT-OFF
Date of work completion:

O COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER: Notice of First
O CONVERT WELL TYPE RECOMPLETE - DIFFERENT FORMATION PfOduction

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc

Please be advised the BMG Federal No. 12 well was turned on for first production on December 1, 2006 at
11:00 a.m. to Canyon Gas Resources.

NAME(PLEASE PRINT) J mes G. Routs TITLE Pf6Sident

12/4/2006SIGNATURE DATE

(ThisspaceforState useonly) RECEIVED
DECO6 2006

(5/2000) (See Instructions on Reverse Side) DIV.OFOIL,GAS&



LONE MOUNTAIN PRODUCTION COMPANY
Mailing Address: (406) 245-5077 Shipping Address:
P.O. Box 80965 FAX 248-6321 2590 Holman Avenue, Suite B-1

Billings, MT 59108-0965 Billings, MT 59102

December 4, 2006

State of Utah
Division of Oil, Gas & Mining
1594 W. Temple, Suite 1210
P. O. Box 145801
Salt Lake City, Utah 84114-5801

RE: NOTICE OF FIRST PRODUCTION
BMG FEDERAL NO. 12
CREDO FEDERAL NO. 3
GRAND COUNTY, UTAH

Ladies and Gentlemen:

Enclosed are two Sundry Notices, in duplicate, advising your office at the BMG Federal No. 12 and the
Credo Federal No. 3 wells were turned on for first production on December l, 2006 at 11:00 a.m. to Canyon
Gas Resources.

If you have any questions or need further information please contact our office at (406) 245-5077 or Joe Dyk
at (970) 858-7546 (office) or (970) 250-9770 (cell).

Sincerely,

LONE MOUNTAIN PRODUCTION COMPANY

Carolyn Farmer
Office Manager

enclosures

cc: Joe Dyk

RECEIVED
DECO62006

DN.OF01, GAS&



STATE OF UTAH AMENDED REPORT O FORM 8
DEPARTMENT OF NATURALRESOURCES (highlight changes)

DIVISIONOF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:
UTU-05015-A

WELL COMPLETION OR RECOMPLETION REPORT AND LOG
6. IFINDIAN,ALLOTTEEORTRIBENAME

1a TYPE OF WELL LLL SLL DRY OTHER
7. UNITor CA AGREEMENT NAME

b TYPE OF WORK 8. WELL NAMEanci NUMBER:

L
TRSZ EDNEEP- ER

RY
RDSFVR

OTHER BMG Federal No. 12
2.NAMEOFOPERATOR: 9.APINUMBER:

Lone Mountain Production CompanV 019-31391

3. ADDRESS OF OPERATOR: PHONE NUMBER: 10 FIELD AND POOL, OR WILDCAT

P. O. Box 80965 : Billings swa MT z 59108 (406) 245-5077 San Arroyo
4. LOCATIONOF WELL (FOOTAGES) 11. QTR/QTR, SECTION, TOWNSHIP, RANGE,

MERIDIAN:
ATSURFACE 1160' FNL, 2453' FWL Sec 8: T16S-R26E NENW 8 16S 26E S

AT TOP PRODUCING INTERVALREPORTED BELOW 1564 FNL BST FEl Sec 8: T16S-R26E
12. COUNTY 13. STATE

AT TOTALDEPTH: 1582' FNL, 728 FEL, Sec 8: T16SÆ26E Grand UTAH

14. DATE SPUDDED: 15. DATE T.D. REACHED: 16 DATE COMPLETED: 17 ELEVATIONS (DF, RKB, RT, GL):

5/25/2006 7/21/2006 10/31/2006 ABANDONED READYTO PRODUCE 2 7106' GL 7121' KB

18. TOTALDEPTH: MD 6,550 19. PLUG BACKT.D.: MD 20. IF MULTIPLECOMPLETIONS, HOW MANY?* 21 DEPTUHGSREIDGE MD 6.350
Tvo 6,156 TVD 5,947 N/A Tvo 5,966

22. TYPE ELECTRIC AND OTHER MECHANICALLOGS RUN (Submit copyofeach) 23.

WAS WELL CORED? NO YES (Submit analysis)
GR-FDC-CNL, SP-DIL, CBL WAS DST RUN? NO YES (Subminepon)

DIRECTIONALSURVEY? NO YES (Submit copy)

24. CASING AND LINER RECORD (Report all strings set in well)

HOLE SIZE SIZEIGRADE WEIGHT (#lft.) TOP (MD) BOTTOM (MD) STAGE CEMHENTER CNEMEWS KES VOLSL YBL) CEMENT TOP ** AMOUNTPULLED

18" 14" H-40 42# O 40 hasse 35 0 None

12-1/4" 9-5/8" H-40 32.3# 0 363 classa 650 0 None

8-3/4" 4-1/2" M-80 11.6# 0 6,525 ClassG 350 5,090 None

25. TUBING RECORD

SIZE DEPTH SET (MD) PACKER SET (MD) SIZE DEPTH SET (MD) PACKER SET (MD) SIZE DEPTH SET (MD) PACKER SET (MD)

2-3/8" 6.242
26. PRODUCINGINTERVALS 27. PERFORATION RECORD

FORMATIONNAME TOP (MD) BOTTOM (MD) TOP (TVD) BOTTOM (TVD) INTERVAL(Top/Bot - MD) SIZE NO HOLES PERFORATION STATUS

(A) Dakota Sand 6,168 6,270 5,793 5,890 .31" 18 op•n so-

(8)
Open Sqwd

(C)
Open Sqwd

(D)
Open Squeezed

28. AClD, FRACTURE, TREATMENT, CEMENT SQUEEZE, ETC.

DEPTH INTERVAL AMOUNTAND TYPE OF MATERIAL

6,168'-6,270' Acidized with 1000 gallons 7-1/2% HCI
6,168'-6,270 Fract with 180,560#20/40 sand, 2154 bbIs gefled water

29. ENCLOSED ATTACHMENTS:
30. WELL STATUS:

O ELECTRICAL/MECHANICALLOGS GEOLOGIC REPORT DST REPORT DIRECTIONALSURVEY Shut-in

O SUNDRY NOTICE FOR PLUGGING AND CEMENT VERIFICATION CORE ANALYSIS OTHER:

RECOVED
(5/2000) (CONTINUED ON BACK) NOV14 2006

DN.0F0\L,GAS



31. INITIAL PRODUCT10N INTERVAL A (As shown in item #26)

DATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION OIL - BBL: GAS - MCF: WATER - BBL: PROD. METHOD:

10/12/2006 10/31/2006 5 RATES: -' 0 18 0 flowing
CHOKE SIZE: TBG. PRESS. CSG. PRESS. API GRAVITY BTU- GAS GASIOIL RATIO 24 HR PRODUCTION OIL- BBE: GAS - MCF: WATER - BBL: INTERVALSTATUS

24/64" 14 260 RATES: ·* O 89 0
INTERVAL B (As shown In item #26)

DATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION OIL- BBL: GAS - MCF: WATER - BBL: PROD. METHOD:
RATES: -+

CHOKE SIZE: TBG. PRESS. CSG. PRESS. API GRAVITY BTU - GAS GAS/OIL RATIO 24 HR PRODUCTION OlL - BBL: GAS - MCF: WATER - BBL: INTERVALSTATUS
RATES: ->

INTERVALC (As shown in item #26)

DATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION OIL - BBL: GAS - MCF: WATER - BBL: PROD. METHOD:
RATES: -*

CHOKE SlZE: TBG. PRESS. CSG. PRESS. API GRAVITY BTU - GAS GASIOIL RATIO 24 HR PRODUCTION OIL - BBL: GAS - MCF WATER - BBL: INTERVALSTATUS
RATES: -+

INTERVAL D (As shown in item #26)

DATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION OIL - BBL: GAS - MCF: WATER - BBL: PROD. METHOD:
RATES: -*

CHOKE SIZE: TBG. PRESS. CSG. PRESS. API GRAVITY BTU-GAS AS/OIL RATIO 24 HR PRODUCTION OIL - BBL: GAS - MCF: WATER - BBL: INTERVALSTATUS:
RATES: ->

32. DISPOSIT10N OF GAS (Sold, Used for Fuel, Vented, Etc.)

vented
33. SUMMARYOF POROUS ZONES (Include Aquifels): 34. FORMAT10N (Log) MARKERS:

Show all important zones of porosity and contents thereof: Cored intervals and alldrill-stem tests, including depth interval
tested, cushion used, time tool open, flowing and shut-in pressures and recoveries.

Formation o o m Descriptions. Contents, etc. Name (MeasumdpDepth)

Dakota Sand 6,164 6,278 tightgas Mesaverde 0
Castlegate 2,303-
Mancos 2.621
Dakota Silt 6.035
Dakota Sand 6,133
Morrison 6.278

36. ADDITIONALREMARKS (include plugging procedure)

36. I hereby certifythat the foregoing and attached Information is complete and correct as determined from all available records.

NAME(PLEASE PRINT) SmeS G. Rout TITLE Pf6Sident

SIGNATURE DATE 11/7/2006

This report must b mitted within 30 days of
• completing lugging a new well • reentering a previously plugged and abandoned well
• drillinghorizontal laterals from an existing well bore e significantly deepening an existingwell bore below the previous bottom-hole depth
• recompleting to a different producing formation • drilling hydrocarbon exploratory holes, such as core samples and stratigraphic tests

* ITEM20: Show the number of completions if production is measured separately from twoor more formations.

**lTEM24: Cement Top-Show how reported top(s)of cement were determined (circulated (CIR),calculated (CAL),cement bond log (CBL),temperaturesurvey (TS)).

Send to: Utah Division of Oil, Gas and Mining Phone: 801-538-5340
1594 West North Temple, Suite 1210
Box 145801 Fax: 801-359-3940
Salt Lake City, Utah 84114-5801



STATE OF UTAH FORM 7
DEPARTMENT OF NATURALRESOURCES

DIVISIONOF OIL, GAS AND MINING

REPORT OF WATER ENCOUNTERED DURING DRILLING

Well name and number: BMG Federal No. 12

API number: 019-31391

Well Location: QQ NENW Section 8 Township 16S Range 26E County Grand

Well operator: Lone Mountain Production Company

Address: P. O. Box 80965

city Billings state MT zip 59108 Phone: (406) 245-5077

Drillingcontractor: Union Drilling Inc.

Address: P. O. Drawer 40

city Buckhannon state WV g¡p 26201 Phone: (435) 828-8910

Water encountered (attach additional pages as needed):

DEPTH VOLUME QUALITY
FROM TO (FLOW RATE OR HEAD) (FRESH OR SALTY)

O 6,550 0

Formation tops: 1 Dakota Silt 2 6,035' 3
(Top to Bottom)

4 Dakota Sand 5 6,133' 6

7 Morrison g 6,278' q

10 11 12

If an analysis has been made of the water encountered, please attach a copy of the report to this form.

I hereby certify that this report is true and complete to the best of my knowledge.

es G. Routson TITLE President
NAME(PLEASE PRINT)

SIGNATURE DATE
11/7/2006



Weatherford International
Survey Report

Conspimy: LöneÑountainProdtiction Date: 7/31/2006 Time: 14:41:46 Page: 1
Field ÒÑIÑðÒotinty,UtaÑ Co-ordinate(NE)Reference: Well:BMGFederalNo.12, True North
Sitë: BMGFedetal No.12 Vertical (TVD)Reference: SITE 7106.0

ell BMGrederalNo. 12 Section (VS)Reference: Well(0.00N,0.00E.101.86Azi)
Wellpith: 1 Survey Calculation Method: MinimumCurvature Db: Sybase

Field: Grand County, Utah

Map System:US State Plane Coordinate System 1927 Map Zone: Utah, Central Zone
Geo Datum: NAD27(Clarke 1866) Coordinate System: Well Centre
Sys Datum: Mean Sea Level Geomagnetic Model: Igrf2005

Site: BMGFederal No. 12
Sec. 8, T16S, R26E, Grand County, Utah
2453 FWL & 1160 FNL

Site Position: Northing: 410295.38 ft Latitude: 39 26 3.000 N
From: Geographic Easting: 2686968.45 ft Longitude: 109 4 3.000 W
Position Uncertainty: 0.00 ft North Reference: True
Ground Level: 7090.00 ft Grid Convergence: 1.56 deg

Well: BMGFederal No. 12 Slot Name:

Well Position: +N/-S 0.00 ft Northing: 410295.38 ft Latitude: 39 26 3.000 N
+E/-W 0.00 ft Easting: 2686968.45 ft Longitude: 109 4 3.000 W

Position Uncertainty: 0.00 ft

Wellpath: 1 Drilled From: Surface
Tie-on Depth: 0.00 ft

Current Datum: SITE Height 7106.00 ft Above System Datum: Mean Sea Level
Magnetic Data: 7/6/2006 Declination: 11.43 deg
Field Strength: 52629 nT Mag Dip Angle: 65.61 deg
Vertical Section: Depth From (TVD) +N/-S +E/-W Direction

ft ft ft deg

0.00 0.00 0.00 101.86

Survey: Survey #1 Start Date: 7/31/2006

Company: Weatherford International Engineer: Scott Wallace
Tool: Tied-to: From Surface

Survey: Survey #1

MD Incl Azim TŸD +N/-S +El-W VS DLS Build Tura Tool/Comment
ft deg deg ft ft ft ft dég/100ft deg/100ft deg/100ft

0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
300.00 0.48 203.68 300.00 -1.16 -0.51

-0.26 0.16 0.16 0.00 9 5/8"
391.00 0.63 203.68 390.99 -1.97 -0.86

-0.44 0.16 0.16 0.00
400.01 0.61 182.40 400.00 -2.06 -0.89 -0.44 2.55 -0.27 -236.18 KOP
452.00 1.50 120.81 451.98 -2.68 -0.31 0.25 2.55 1.72 -118.47

514.00 3.63 108.60 513.92 -3.73 2.25 2.96 3.53 3.44 -19.69

575.00 5.19 101.06 574.74 -4.87 6.78 7.64 2.72 2.56 -12.36

637.00 6.56 97.43 636.41 -5.87 13.05 13.98 2.29 2.21 -5.85

696.00 8.19 101.06 694.92 -7.11 20.51 21.54 2.87 2.76 6.15
760.00 9.75 101.68 758.13 -9.08 30.30 31.52 2.44 2.44 0.97

821.00 11.13 103.68 818.12 -11.52 41.08 42.57 2.34 2.26 3.28
882.00 12.44 103.81 877.84 -14.48 53.18 55.02 2.15 2.15 0.21
945.00 13.94 104.43 939.17 -17.99 67.12 69.38 2.39 2.38 0.98

1070.00 16.38 103.81 1059.81 -25.95 98.82 102.04 1.96 1.95 -0.50

1131.00 17.63 101.93 1118.15 -29.92 116.21 119.88 2.24 2.05 -3.08

1191.00 18.50 101.56 1175.19 -33.70 134.43 138.48 1.46 1.45 -0.62

1254.00 19.94 101.81 1234.67 -37.90 154.73 159.22 2.29 2.29 0.40
1316.00 21.19 101.06 1292.72 -42.22 176.08 181.00 2.06 2.02 -1.21

1379.00 21.75 100.43 1351.35 -46.51 198.74 204.05 0.96 0.89 -1.00

1472.00 22.31 99.18 1437.56 -52.45 233.11 238.91 0.79 0.60 -1.34

1508.45 22.27 99.03 1471.29 -54.64 246.76 252.72 0.18 -0.10 -0.40 End Build
1534.00 22.25 98.93 1494.93 -56.15 256.32 262.39 0.18 -0.10 -0.40

1626.00 22.13 101.68 1580.12 -62.36 290.50 297.11 1.14 -0.13 2.99
1721.00 23.63 105.68 1667.65 -71.13 326.36 334.01 2.27 1.58



Weatherford International
Survey Report

ompany: Lotte Mountain Production Date: 7/31/2006 Time: 14;41:46 Page: 2
Field Gralid CourityUtal Co-ordinate(NE) Reference: Well: BMGFederal No. 12, TrtieNorth
Site: BMGFederal Now12 Vertical (TVD) Reference: SITE 7106.0
Wellr BMGFederaÏNo.12 Section (VS) Reference: Well(0.00N,0.00E,101.86Azi)
Wellpath: 1 Survey Calculation Method: MinimumCurvature Db: Sybase

Survey: Survey #1
MD incl Azim TVD +N/-S +E/-W VS DLS Build Turn Tool/Coinment
ft deg deg ft ft ft it deg/100ftdeg/100tt deg/100ft

1783.00 23.93 106.68 1724.39 -78.10 350.37 358.94 0.81 0.48 1.61

1878.00 23.88 105.56 1811.24 -88.79 387.35 397.33 0.48 -0.05 -1.18

1971.00 23.06 104.43 1896.54 -98.37 423.12 434.31 1.01 -0.88 -1.22

2034.00 21.69 105.43 1954.80 -104.55 446.29 458.25 2.26 -2.17 1.59
2097.00 23.00 101.43 2013.07 -110.08 469.58 482.18 3.18 2.08 -6.35

2160.00 22.44 100.43 2071.18 -114.70 493.47 506.51 1.08 -0.89 -1.59

2222.00 22.25 100.18 2128.53 -118.92 516.66 530.07 0.34 -0.31 -0.40

2309.97 22.07 99.36 2210.00 -124.55 549.36 563.23 0.41 -0.20 -0.94 Castlegate
2315.00 22.06 99.31 2214.66 -124.85 551.23 565.12 0.41 -0.20 -0.94

2353.12 21.96 100.06 2250.00 -127.26 565.31 579.39 0.79 -0.27 1.98 Mancos
2409.00 21.81 101.18 2301.86 -131.10 585.78 600.22 0.79 -0.26 2.00

2503.00 21.81 101.96 2389.13 -138.10 619.99 635.14 0.31 0.00 0.83
2597.00 21.31 101.06 2476.55 -145.00 653.84 669.68 0.64 -0.53 -0.96

2689.00 21.19 101.93 2562.30 -151.64 686.51 703.02 0.37 -0.13 0.95
2783.00 21.38 102.43 2649.88 -158.84 719.87 737.14 0.28 0.20 0.53
2876.00 20.94 102.93 2736.61 -166.21 752.62 770.71 0.51 -0.47 0.54

2971.00 21.13 103.56 2825.28 -174.02 785.81 804.80 0.31 0.20 0.66
3063.00 21.88 101.81 2910.88 -181.42 818.71 838.52 1.07 0.82 -1.90

3158.00 22.56 102.31 2998.82 -188.92 853.84 874.44 0.74 0.72 0.53
3219.00 21.63 102.31 3055.34 -193.82 876.26 897.39 1.52 -1.52 0.00
3312.00 21.56 102.31 3141.81 -201.11 909.70 931.61 0.08 -0.08 0.00

3406.00 20.13 100.93 3229.66 -207.86 942.46 965.06 1.61 -1.52 -1.47

3468.00 19.94 100.68 3287.91 -211.85 963.32 986.30 0.34 -0.31 -0.40

3527.00 19.94 102.31 3343.37 -215.86 983.04 1006.42 0.94 0.00 2.76
3592.00 20.06 103.18 3404.45 -220.76 1004.72 1028.64 0.49 0.18 1.34
3652.00 20.88 102.56 3460.66 -225.43 1025.18 1049.62 1.41 1.37 -1.03

3716.00 22.06 102.81 3520.22 -230.58 1048.03 1073.04 1.85 1.84 0.39
3747.00 21.94 103.18 3548.96 -233.19 1059.34 1084.66 0.59 -0.39 1.19
3810.00 22.44 101.43 3607.30 -238.25 1082.59 1108.45 1.32 0.79 -2.78

3871.00 22.44 101.06 3663.68 -242.79 1105.43 1131.73 0.23 0.00 -0.61

3933.00 22.38 101.31 3721.00 -247.38 1128.61 1155.36 0.18 -0.10 0.40

4027.00 23.13 100.18 3807.68 -254.15 1164.33 1191.71 0.92 0.80 -1.20

4089.00 23.31 99.93 3864.66 -258.42 1188.40 1216.15 0.33 0.29 -0.40

4120.00 23.50 100.56 3893.11 -260.61 1200.52 1228.45 1.01 0.61 2.03
4183.00 22.50 101.43 3951.10 -265.30 1224.69 1253.07 1.68 -1.59 1.38
4246.00 22.75 102.18 4009.25 -270.26 1248.41 1277.30 0.61 0.40 1.19

4309.00 22.19 101.18 4067.47 -275.14 1271.99 1301.38 1.08 -0.89 -1.59

4402.00 21.88 99.93 4153.67 -281.53 1306.28 1336.26 0.60 -0.33 -1.34

4464.00 21.38 100.56 4211.31 -285.59 1328.77 1359.10 0.89 -0.81 1.02
4527.00 22.31 103.06 4269.79 -290.40 1351.71 1382.54 2.09 1.48 3.97
4589.00 22.25 102.56 4327.16 -295.61 1374.63 1406.04 0.32 -0.10 -0.81

4652.00 21.75 100.00 4385.57 -300.23 1397.77 1429.64 1.72 -0.79 -4.06

4713.00 21.94 100.18 4442.19 -304.21 1420.12 1452.32 0.33 0.31 0.30
4776.00 21.94 100.31 4500.63 -308.40 1443.28 1475.85 0.08 0.00 0.21
4839.00 21.75 100.81 4559.10 -312.69 1466.33 1499.29 0.42 -0.30 0.79
4901.00 21.75 101.18 4616.69 -317.07 1488.88 1522.26 0.22 0.00 0.60

4995.00 22.50 100.06 4703.77 -323.59 1523.68 1557.65 0.92 0.80 -1.19

5057.00 22.50 98.93 4761.05 -327.51 1547.08 1581.36 0.70 0.00 -1.82

5120.00 22.25 99.81 4819.31 -331.41 1570.74 1605.32 0.66 -0.40 1.40
5180.00 22.38 100.69 4874.81 -335.46 1593.16 1628.09 0.60 0.22 1.47
5274.00 22.50 101.31 4961.69 -342.31 1628.38 1663.97 0.28 0.13 0.66

5336.00 23.13 102.18 5018.84 -347.21 1651.91 1688.01 1.15 1.02 1.40
5366.00 22.75 102.43 5046.47 -349.70 1663.34 1699.70 1.31 -1.27



Weatherford International
Survey Report

Company Lone Mountain Production Date: 7/31/2006 Time: 14:41:46 Page: 3
Field: GrahdCounty,Utah Co-ordinate(NE) Reference Well: BMGFederalNo.12, TrueNorth
Sitet BMGFederal No.12 Vertical (TVD) Reference: SITE 7100.0
Well: BMG ederalNo. 12 Section (VS) Reference: Well (0.00N,0.00E,101.86Azi)
Wellpath i Surveý Calculation Method MinimumCurvature Db: Sybase

Survey: Survey #1
MD Incl Azim TVD +N/-S +El-W VS DLS Build Turn Tool/Comment
it deg deg ft 10 ft ft deg/100ft deg/100ft deg/100ft

5397.00 22.31 102.31 5075.11 -352.24 1674.94 1711.58 1.43 -1.42 -0.39

5460.00 22.31 101.68 5133.39 -357.21 1698.33 1735.49 0.38 0.00 -1.00

5522.00 22.88 102.43 5190.63 -362.19 1721.63 1759.31 1.03 0.92 1.21

5582.00 23.19 102.81 5245.85 -367.32 1744.54 1782.79 0.57 0.52 0.63
5675.00 22.13 101.93 5331.67 -375.00 1779.53 1818.62 1.20 -1.14 -0.95

5737.00 21.88 102.06 5389.15 -379.83 1802.26 1841.85 0.41 -0.40 0.21
5800.00 21.75 101.31 5447.64 -384.57 1825.18 1865.26 0.49 -0.21 -1.19

5895.00 20.56 100.18 5536.23 -390.97 1858.86 1899.53 1.32 -1.25 -1.19

5957.00 20.19 99.81 5594.36 -394.72 1880.12 1921.11 0.63 -0.60 -0.60

6019.00 19.88 99.18 5652.60 -398.22 1901.07 1942.33 0.61 -0.50 -1.02

6085.19 19.12 98.75 5715.00 -401.67 1922.89 1964.40 1.17 -1.15 -0.66 Dakota Silt
6112.00 18.81 98.56 5740.35 -402.98 1931.51 1973.09 1.17 -1.15 -0.69

6162.29 18.51 98.16 5788.00 -405.32 1947.43 1989.16 0.65 -0.60 -0.79 Dakota Sand

6206.00 18.25 97.81 5829.48 -407.23 1961.07 2002.91 0.65 -0.59 -0.81

6268.00 18.31 97.68 5888.35 -409.85 1980.34 2022.30 0.12 0.10 -0.21

6342.39 18.17 97.88 5959.00 -413.01 2003.41 2045.53 0.20 -0.19 0.27 Morrison
6500.00 17.88 98.31 6108.88 -419.87 2051.70 2094.20 0.20 -0.19 0.27
6550.00 17.79 98.45 6156.47 -422.10 2066.85 2109.48 0.20 -0.18 0.28 Projected

Targets
Map Map < Latitude --> <-- Longifmie -¾

Name Description TVD +N/-S +E/-W Northing Eästing Deg Min Sec Deg Min Bei
Dip. Dir. ft ft 11 ft ft

No. 12 PBHL 6215.00 -440.00 2095.00 409912.51 2689074.64 39 25 58.650 N 109 3 36.298 W
-Circle (Radius: 100)

Casing Points
MD TVD Diameter Hole Size Name
ft it in ir

300.00 300.00 9.625 12.250 9 5/8"

Formations
MD TVD Formations Lithology Dip Angle Dip Direction
ft ft deg deg

2309.97 2210.00 Castlegate 0.00 0.00
2353.12 2250.00 Mancos 0.00 0.00
6085.19 5715.00 Dakota Silt 0.00 0.00
6162.29 5788.00 Dakota Sand 0.00 0.00
6342.39 5959.00 Morrison 0.00 0.00

Annotation

MD TVD
ft ft

SHL (1160 FNL &2453 FWL)
400.01 400.00 KOP

1508.45 1471.29 End Build
TD
PBHL (1600 FNL&700





LONE MOUNTAIN PRODUCTION COMPANY
Mailing Address: (406) 245-5077 Shipping Address:
P.O. Box 80965 FAX 248-6321 2590 Holman Avenue, Suite B-1

Billings, MT 59108-0965 Billings, MT 59102

November 8, 2006

State of Utah
Division of Oil, Gas & Mining
1594 W. Temple, Suite 1210
P. O. Box 145801
Salt Lake City, Utah 84l14-5801

RE: WELL COMPLETION REPORT
WATER ENCOUNTERED REPORT
BMG FEDERAL NO. 12
GRAND COUNTY, UTAH

Ladies and Gentlemen:

Enclosed is one Well Completion Report (Form 8), including a copy ofthe directional survey, and one Water
Encountered Report (Form 7) for the BMG Federal No. 12 well. The well is currently shut-in, waiting on
the pipeline.

Ifyou have any questions or need further information please contact our office at (406) 245-5077 or Joe Dyk
at (970) 858-7546 (office) or (970) 250-9770 (cell).

Sincerely,

LONE MOUNTAIN PRODUCTION COMPANY

Carolyn Farmer
Office Manager

enclosure

cc: Joe Dyk

RECEIVED
NOV1 4 2006

DN.0FOlL,GAS&
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